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SUBJECT: California Internet Tax Freedom Act

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT'S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY.

DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSES OF BILL AS AMENDED May 27 and June 11, 1998, STILL APPLY.
OTHER - See comments below.

SUWARY OF BI LL

This bill would enact the “California Internet Tax Freedom Act,” prohibiting,
with specified exceptions, any | ocal governnent (including political

subdi vi si ons) frominposing, assessing or attenpting to collect anynew taxes

i nposed on Internet access and Online Conmputer Services, and prohibiting

di scrimnatory application of existing or new taxes, as defined, to Internet
access or Online Conputer Services. The act also would declare that California
is not currently inposing any discrimnatory taxes or fees on Internet access or
Online Conputer Services and that the Legislature intends that the state inpose
no such tax or fee in the future.

Under the Sal es and Use Tax Law, this bill would codify the decisions of recent
court cases and nodify the date that the provision exenpting the taking of orders
fromcustoners in this state through a conmputer tel ecommuni cations network from
the definition of “engaged in business in this state” becomes inoperative.

SUMVARY OF ANMENDMENT

The June 23, 1998, anmendnents made the foll owi ng changes.

Modi fied the definitions of “Online Conputer Services” and “Internet access”
to specify that tel ecommunications services are not included in those
definitions.

Modified the definition of “bit tax” so it does not include taxes inposed on
the provisions of tel ecomunications services.

Modified the definition of “bandwidth tax” to include a transactional tax
i nposed on or neasured by the physical capacity of an available signal to
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transmt information by fiber optics.

Changed the date that the California Internet Tax Freedom Act woul d becone
i noperative fromten years to five years fromthe effective date of this
bill. (This anmendnent resolved the policy consideration raised in the
departnent’s analysis of the bill as anmended May 27, 1998.)

Except for the changes noted above, the departnment’s anal yses of the bill as
anmended May 27, 1998, and June 11, 1998, still apply.



